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The aim of this article is to provide
auditors with a toolkit of tests that can be
used in a general Accounts Payable (A/P)
and specifically in an audit of the disburse-
ments related to a construction project.
With the size and complexity of construc-
tion projects, which are taking place on a
regular basis in healthcare, a close inspec-
tion of the costs of the project is impor-
tant. The following tests are designed for
use with an advanced data audit/analysis
tool, but can also be performed with other
data tools with some extra preparation and
programming. All tests will be of 100 per-
cent of the data.

Preparation
The planning for the electronic portion of an audit basically

requires that you be prepared with the correct files, and have be-
gun accessing them in time for the audit. There is also an ele-
ment of proofing the files that needs to be done as well once the
files have been received. It is at this time that most auditors will
do some ad hoc “playing with the data” that provides a good feel
for the data, and can sometimes open up some additional avenues
for analysis.

The files that will be required for an accounts payable audit
are generally as follows:
l Complete A/P Journal for the time period covering the

project
l Purchase Order (PO) Journal if it is separate from the

A/P records
l Check register
l Vendor ledger
l Payroll ledger

As each financial system is different, and different data is avail-
able in different systems, this list is kept rather general. As in
any data audit, the more data that is available, the better the re-
sults will be. As you will find, a large part of the audit is also a
matter of comparing files from different parts of the accounting
system to check for inconsistencies. Accounting systems with

few internal controls and a greater variety of
data sources will provide the most astounding
results.

Accessing the files will depend on the
policies of the Information System (IS) depart-
ment, and the tools available for accessing the
data. Client server based information will be
the most accessible, and generally can be ac-
cessed directly from the accounting system with
the data audit tool. This can also be said for
data residing in most mid-range systems with
the advancements of standard data protocols
such as Open Data Base Connectivity (ODBC).

Data coming from a true mainframe will
most often require a separate tool for extrac-
tion, unless the IS department is providing a
data warehouse at the client server level. An

auditor who requires that there be no interference by IS in prepar-
ing the data can even use the reporting tools provided in most
commercial information systems. A general “data dump” type of
report can be captured from a print spool, and downloaded to a
PC with very little training and support from IS. A good audit
tool will allow for a quick and easy definition of such a report on
the auditor’s desktop.

When the files are ready, a quick count and total of numeric
fields should be performed so that the proof of the completeness
of the files is posted to a log. This will be required for inclusion
in the working papers. If your log file does not record the results
of commands, you should be sure to copy your individual result
screens either electronically, or to a printer so that they are not
lost.

At this point, auditors who have become comfortable with
their audit tool will spend some time running some quick statisti-
cal and summarizing commands, following odd results and
hunches. It is this “playing with data” that can sometimes un-
earth some issues that would not otherwise be revealed in a planned
audit outline.

By planning out the files needed, and accessing them with
ample time for the audit, you can be assured of a smooth flow to
the audit. The accessing of the data will often be the most com-
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plex task of the audit. Making time to play with the data will also
provide opportunities for significant findings outside the stan-
dard tests.

Audit Process Using ACL
Check that all construction invoices are coded for that project

Because all future tests will assume that all transactions for
the construction project are included in your files, the first test
you will need to do is to confirm that assumption. This is a fairly
complex test with a number of steps.

% Choose the TOOLS menu, and the command, “SET
GLOBAL FILTER.” Name your filter,
“Construction-Project-Records.” The expression to be
entered into the EXPRESSION window is:
<field that identifies project numbers> = “project code.”

+ Choose OK to activate the filter. However, you actually
will want to examine all records that are not coded as the
construction project, so in the window showing the global
filter, enter the word NOT before the filter name. Click on
the green check mark to activate the filter again. Your
screen will now show all A/P transitions that are NOT
coded as part of the construction project.

1)If you are using a special series of Purchase Order num-
bers for all construction related purchases, then adding a
filter for that code to the global filter already in place will
give an instantaneous list of all construction related pay-
ments that were not coded as such in the A/P Journal. Re-
verse the logic in your global filter by removing the first
NOT, and putting one in front of the PO number operation
will give you all non-construction payments that were coded
to the construction project.

2)If your Purchase Order system is not set up that way, then
you will need to review your payments by vendor to find
payments to construction related vendors. To do this,
CLASSIFY the file by vendor name or vendor number. If
you have an electronic list of approved vendors for con-
struction, then the output from your classify exercise should
be a file. If you do not have the electronic list, then the
output should be to the printer.

A)If  you have an electronic list of approved vendors for
the construction, do a Join between the results of your
classify command, and the list of vendors. Specify that
you want the matched records. The resulting file will
be a list of transactions paid to construction vendors,
but not coded to the construction project in the A/P jour-
nal.

B) If you don’t have an electronic list of vendors, then
you will need to review the resulting list by hand to see
if there are any discrepancies.

You can reverse the logic in these tests as well to come up
with a list of non-construction payments that have been coded for
construction.

If there are any discrepancies, you will need to change them in
your accounting system and then download the A/P Journal again.
If there are not many, then rather than downloading the A/P Jour-
nal again, just include the specific records into the filter called
“Construction-Project-Records.” Applying this filter globally
before any of the following tests will concentrate the tests on just
the construction records.

Duplicate Payments
The most basic test in an electronic A/P audit is to test for

duplicate payments. This is a quick test, and when it has positive
results, it provides a quick and easy payback. In ACL, you will
use your A/P journal, and presort on the invoice number. Using
the sorted file, choose the DATA menu item, and the DUPLI-
CATES command.

ACL asks you to specify the field in the list provided that you
wish to check for duplicates. Of course you need to choose the
Invoice Number field. You will also want to specify the payment
date, the check number and the check amount as the minimum of
information that you will need to output in order to validate or
make claim on the duplicate payments.

If you run the command at this point, your results will be all
of the duplicates for the whole journal. To check just for the
construction project, click on the IF button, and apply the
“Construction-Project-Records” filter. The results of this com-
mand can be sent directly to the printer for immediate action.
You can copy the results from your Command Log into your audit
working papers at the conclusion of the audit so that follow up on
whether the duplicates had been acted on can be part of the exit
interview.

Match POs with Invoices-
This test requires that your PO register is kept in a computer,

and not on paper. When it is electronic, it is usually a separate
file from the actual A/P Journal. This allows you to use the “join”
command to compare the two.

+ SORT both the PO register and the A/P Journal on the
Purchase-Order-Number field.

> When the A/P Journal is sorted, do a quick DUPLICATES
check on the PO number to make sure that there have not
been two different invoices referencing the same PO.

+ Choose the DATA menu, and the JOIN command. The
Purchase Order file is to be the primary file (theone that is
active when you choose the JOIN command). The Primary
Key is the PO number field. The secondary keys to choose
for each file are PO number, Invoice Number, Vendor, Total
Value, and Date. Choose the option under the MORE
button to SHOW ALL RECORDS of both the PRIMARY
and SECONDARY files. The result of this command will
be a combination of all POs  and invoices.

% To find any records that do not match, create a calculated
field comparing the fields from the PO register and the A/P
Journal. For example, if you want to check that the value in
the invoice is the same as the value on the PO, then the
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expression will be <PO  register.total-value>  = <A/
P-Register.totalvalue>.  This can be used to check that the
vendor is the same on the PO as the Invoice, and that the PO
number on the Invoice is in the PO register. Your expres-
sion will be the similar, with different fields each time.

Match Invoices With Payments
This series of tests is much the same as the PO tests. It is

more likely that you have both of the files needed here. You will
require the A/P Journal and the Check Register.

> SORT both files on the Invoice-Number field.

> As you sort each, do a quick DUPLICATES check. The
test on the A/P Journal will show any invoices that have
been entered twice (or more). The test on the Check
Register will show any invoices that have been paid twice
(or more). A GAPS check on the Check Register will
identify missing check numbers.

% Using the sorted A/P Journal as the Primary File, choose
the JOIN command again. The Primary Key is the Invoice
Number, and the UNMATCHED RECORDS will show all
invoices that have not been paid.

* Run the JOIN command again with the Check Register as
the Primary File, AND UNMATCHED RECORDS will
show all checks with incorrectly coded Invoice Numbers, or
with invalid Invoice Numbers (or no Invoice Numbers at
all).

Check for Duplicate Vendors
This test is more of a fraud-oriented test than a validity test.

In any large organization, it is difficult to track the generation of
new vendors. If an invalid vendor has been created, there are
some standard tests that can be done quickly and easily with your
audit software.

* SORT the vendor file by vendor name, and do a DUPLI-
CATES check. Make sure that you output the address and
contact information fields so that you can do a manual check
on whether someone is trying to redirect the payments for a
company, or whether the vendor has just been entered twice in
error.

% SORT on each of the following: address, phone number,
contact name, and federal tax number. For each sort,
perform a DUPLICATES test on the sorted field. To avoid
filling your hard drive, use the same generic tile name each
time the SORT command is run. The results of the dupli-
cates checks will be in the Command Log making the actual
files unnecessary.

Check for fake vendors
Beyond a vendor being entered twice, there may be other indi-

cations of faults in the vendor ledger. In most instances for large
capital outlays, a vendor must provide a physical address rather
than a post office box address. Also, employees are either prohib-
ited or strictly regulated in their attempts to be third party ven-
dors while employed. Both of these instances can normally be

difficult to catch, but an electronic test can search all of the records
on a regular basis in order to test for problems as they arise, rather
than well after the fact.

> Create a global filter where: addressl=“PO”  or
addressI=“P.O.”  or address2=“PO”  or address2=“P.O.” This
will display all addresses that start with a PO Box in a
system that allows for two address lines.

> Join the Vendor Ledger with the Payroll Ledger a number
of times. Each time, use different fields for the match.
Some suggested matches are:

- address
- phone number
- contact name with employee name
- Social Security number of primary contact with
employee

Conclusions
An audit of computer data with an advanced audit tool will

generally require similar careful planning to that of a standard
audit. In fact, the data audit will often be only part of a larger
audit. The difference is in the actual tests that are performed
because of the power of the tool, and the flexibility to bring to-
gether data from different systems. Another difference between a
traditional audit and an audit with an advanced data analysis tool
is that whole data populations are tested providing 100 percent
confidence in the results. The tests listed here are only a short list
of possible tests that can be performed in an A/P audit for con-
struction projects. With a good tool, the tests possible are limited
only by the auditor’s imagination.
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